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Cover illustration: MICA DAM 


Cal-Van Caterers Ltd., a division of Kelly, Doug- 
las & Company Limited, is proud to have been 
selected as the caterers providing food and 
housekeeping services for the immense Mica 
Dam project which will employ in excess of 
1,000 men in its various stages of construction. 
The catering contract amounts to $5,000,000 
and is one of the largest of its type ever awarded 
in Canada. The $136,261,544 Mica Dam is also 
one of the largest construction awards in Canada. 


The largest of the Columbia Treaty storage dams 
in British Columbia, Mica Dam will be built at 
the confluence of the Columbia, Canoe and 
Wood Rivers 85 miles north of Revelstoke in 
the wilderness country of the Big Bend. 


The dam will have a crest length of 2,600 feet 
and will tower 800 feet above bedrock. Its con- 
struction will require the excavation of 2,800,000 
cubic yards of earth and rock and the use of 
42,000,000 cubic yards of fill. Plans call for the 
eventual installation of a large power plant with 
an ultimate generating capacity of about 
2,000,000 kilowatts. The vast reservoir behind 
the dam will extend 135 miles in all, 80 miles 
to the south on the Big Bend and 55 miles north 
along the Rocky Mountain Trench. 


Cal-Van Caterers Ltd. will locate its Mica Dam 
operation in the new mobile camp two miles 
north of the dam, 8 miles from Mica Creek. 
Mica is expected to have a population of 4,000 
people during peak construction periods. 
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Report of the president 


In its 7Oth year of operation, your Company’s 
financial position closely paralleled that of the 
food industry in general, with sales up and earn- 
ings down. 


Our expectations for continued growth in profits 
were tempered by imbalances in the national 
economy, and a restraint on food prices through 
public and competitive pressures. 


It should be noted that in order to conform to a 
new consolidated accounting period, this audited 
report covers a fiscal year of only 43 weeks. The 
results for this reduced period show sales of 
$153,964,672, a 6% improvement compared to 
sales for the equivalent period last year. Profits 
for the 43 week period are $1,358,000 after allow- 
ing for taxes and all operating charges. Had the 
Company’s year-end been extended to May 31st, 
as in previous years, the indication is that over 
52 weeks sales would be ahead 7.94% to $187 
million and profits would be $1,785,424 after 
taxes and operating charges - a reduction in 
earnings of 2.60% from 69¢ to 67¢ per share. 


During the year, your Company completed the 
consolidation of all its manufacturing operations 
in its newly expanded Lake City plant in Burnaby. 
The additional costs of moving and reorganization 
and the need for extra personnel to cope with the 
changeover are reflected in the cost of operations. 


One of the big problems confronting the Manu- 
facturing Division is the pressure being applied 
by the continuing uptrend in wages. Hourly wage 
rates in British Columbia are 21% higher than in 
Ontario, and 27% higher than the average for all 
of Canada. The pressure is also being felt by retail 
food stores with hourly earnings on the average 
24% higher than for Canada as a whole. 


Wage increases are a major factor in the inflation- 
ary spiral of higher costs and operating expenses. 
Without any comparative increase in prices or 
productivity to offset them, they have the effect 
of further reducing the food industry’s already 
slim margins. The industry has always reacted 
slowly to passing on price increases and high 
costs to the consumer, but it cannot continue to 
absorb these costs indefinitely. 


Throughout the year, your Company continued its 
aggressive program of expansion and made every 
effort to achieve the highest standards of per- 


formance in all departments. Included in this 
endeavour was the development of several new 
products in the Manufacturing Division, and the 
furthering of plans for expansion and eventual 
consolidation throughout the Wholesale and Cash 
and Carry branches. 


In the Retail Division, the most influential and 
far-reaching factor governing the trend of profits 
was the substantial increase in competitive act- 
ivity on a broad scale. 


The discount and convenient food store concepts 
gained momentum during the year, especially in 
the major urban areas, and our own moves in this 
direction have been made with the aim of main- 
taining competitive prices by achieving greater 
operating efficiencies and expanding our retail 
facilities in consort with larger compatible mer- 
chandising units. 


Because of the share it takes of disposable in- 
come, and because it is the most vital of all com- 
modities, food holds a priority position in the 
minds of consumers. Food prices are under con- 
stant consumer surveillance and increases often 
bring instant and loud reaction. 


What consumers seem to overlook is that the food 
industry’s share of disposable income is lower 
now than at any other time in history. The figure 
has decreased year after year, from around 50% 
at the turn of the century to under 18% today. At 
the same time, Canadians are eating better than 
at any other time in history. In 1946, an average 
hour’s wage in the manufacturing sector of the 
economy purchased 1.9 pounds of pork. Last year 
the figure was 2.8 pounds. One hour’s average 
wage last year would buy the consumer 3 dozen 
more eggs than could have been bought with one 
hour’s earnings in 1946, 2 quarts more of milk, 
22 pounds more of potatoes, 2.7 pounds more of 
butter, and 16 pounds more of sugar. 


Despite the obvious fact that food prices have 
fallen behind the overall increase in wages and 
the cost of living in recent years, they have be- 
come the focus of attention at all political levels. 
In order to maintain an essential and reasonable 
degree of profit, the retail section of the industry 
has had to resort to opening discount stores which 
eliminate many conveniences and services and 
keep labour costs to a minimum, a factor which 
has considerably reduced opportunities for em- 
ployment. 


In line with its plans for expansion and diversi- 
fication, your Company has acquired a control- 
ling interest in Cloverdale Paint and Chemical 
Ltd., which services our retail stores and an In- 
dustrial Department, now under development, 
with a full line of paints, preservatives and waxes. 
Cloverdale expanded its retail operations during 
the year by opening three new convenience paint 
stores, and further expansion is underway. 


Income from our Catering Division declined for 
the 43-week fiscal year due to the termination of 
several substantial catering contracts and the 
general postponement of many major industrial 
projects resulting from high interest rates and a 
slow down in the economy.. It is expected, how- 
ever, that this situation is only temporary and 
prospects for this division, bolstered by the large 
Mica Dam catering contract, are highly favour- 
able. During the year the Company acquired 
United Industrial Caterers Ltd., a mobile caterer 
based in British Columbia. 


The Company negotiated a new two year contract 
with its Employees Association which has certifi- 
cation for the Company’s manufacturing and 
wholesale operations, warehouse and office staff. 
This called for an increase over a two year period. 
In the Retail Division, the Retail Clerks and the 
Butchers also settled on a new two year contract. 
Wages absorbed in the Company’s operations, 
resulting from these new contract agreements, 
amounted to $750,000. 


The officers and directors of the Company ac- 
knowledge with gratitude the contributions of the 
many outstanding employees, whose interest, 
concern and hard work have played a vital role 
in our continued growth. With their enthusiasm 
and help, we look towards even greater success 
for the Company in the years ahead. 


It is also a pleasure to thank the directors for the 
interest and support they have contributed on 
your behalf. 

VICTOR F. MacLEAN, 


Linn em 


President. 


The manufacturing division 


In addition to the problem of merging the Com- 
pany’s manufacturing operations in one plant, 
severe price competition resulted in lower than 
normal profits in the early part of the year. How- 
ever, following the adjustment period, the cost of 
operations in the new facilities was reduced, sales 
improved, and the Company’s share of market 
in coffee, tea and new convenience products en- 
joyed stronger than normal gains. 


The Company is engaged in the development of 
a number of new products. Three of these were 
introduced to consumers during the year, were 
well promoted and won immediate acceptance. 
They were Sungold Orange Flavor Crystals, Squir- 
rel Peanut Butter and Jam, and Nabob ‘‘Electric- 
Perk’’ Coffee. 


The Manufacturing Division was rewarded in the 
past year with four Brussels Food Fair Gold Medal 
awards. These World Selection awards are based 
on quality, appearance, flavour, purity and pro- 
duct excellence. Our products so honoured in this 
world competition were Nabob Raspberry Jam, 
Nabob Seville Orange Marmalade, Nabob Straw- 
berry Jam and Squirrel Peanut Butter. 


Recent studies made in the United States have 
shown that new items now contribute 57% of the 
total dollar margin of the modern supermarket. 
These items not only come on to the market at 
higher prices but tend to maintain those prices. 
It has also been found that old established items 
other than staple foods are having shorter and 
shorter life cycles. 


Coffee Department 


Adequate stocks of all types of coffee suitable to 
sustain Nabob’s high standard of quality were 
difficult to maintain during the year because of 
problems encountered under the International 


Coffee Agreement quota system. This situation 
was complicated also by the lack of ocean trans- 
portation from countries of origin because a large 
number of ships had been diverted to the Vietnam 
supply route. 


Despite these problems Nabob Coffee maintained 
its superior quality standards and continued to 
hold its number one position in share of market 
among the major producers in Canada. The Brand 
accounted for 53% of all national packs of ground 
coffee sold in Western Canada. 


Canadians consumed 2.02 cups of coffee per day 
last year compared with 2.18 cups in 1966. Daily 
consumption per capita was highest in British 
Columbia - 2.78 cups per day - a circumstance 
that is due, in good measure, to the consistent 
and widely recognized high quality of Nabob 
Coffee. 


Tea Department 


This department’s Nabob DeLuxe brand con- 
tinues to maintain its strong share of the market 
in Western Canada. Nabob tea ranks third in 
sales in Canada and continues its policy of main- 
taining the best quality teas available for each 
blend, including economy brands. 


Confections and Sundries Department 


The Nabob lines of pre-cooked puddings, des- 
serts, jelly powders and drink mixes continued 
to show good sales growth. The new items in our 
line of convenience foods won rapid acceptance 
with Western Canadian consumers, again point- 
ing up the importance of developing new prod- 
ucts. It has been found that convenience items 
have a strong consumer appeal and tend to have 
a faster turnover rate than standard items. Their 
margin performance is also superior. 


Peanut Butter 


Our line of Squirrel Brand Peanut Butter con- 
tinued to do well in all markets and has proven 
very popular with the expanding youth popula- 
tion. A new line of Squirrel Peanut Butter and 
Jam, introduced during the year, was very well 
received and gained a greater degree of grocery 
store shelf space than we had anticipated. 


The retail division 


The Company operates 82 independent and 
Company-owned Super-Valu stores under its Fran- 
chise Plan. Four newstores were built and six were 
completely remodelled in the interests of greater 
operating efficiency and customer satisfaction. 


Continued store expansion is planned in the new 
fiscal year and the decisions on how and where 
to expand are based on comprehensive market 
and consumer analyses. The aim is to determine 
merchandising objectives and procedures that 
will give the Division the strongest competitive 
advantages, and future expansion may take the 
form of a new concept in food retailing. 


As mentioned in the President’s Report, the retail 
food industry has been operating under consumer 
surveillance of prices while having to face the 
constant upward pressure of mounting costs 
throughout the entire structure of its business. 
Any future increase in the price of food will be as 
the result of these pressures and not the result 
of any attempt by the industry to arbitrarily ex- 
pand its profits. 


During the year, the Super-Valu chain continued 
to improve its sales which reached the highest 
level on record. 


It also increased its share of the total British 
Columbia retail food market, helped to a large 
degree by its concentration on those areas show- 
ing the most rapid population growth. 


Super-Valu stores remain among the brightest, 
most modern and friendliest grocery stores in 
which to shop. Continued emphasis is being 
placed on new convenience departments such as 
the on-premise bakeries which provide fresh 
bread daily in as many as 25 varieties and also 
sell a wide range of fresh-baked cakes, pastries, 
cookies, doughnuts and pies. The Super-Valu 
delicatessens, featuring a broad selection of pre- 
pared foods, have proven very successful and 
maintain a high level of quality and service for 
the convenience of busy shoppers. 


The Company’s operation of Kim Drug units offer- 
ing low-cost prescription service is another of the 
many constructive moves being made to provide 
a firm foundation for continuing growth in the 
retail division. 


These new departments are an area of expansion 
which the Company will continue to emphasize, 
in order to bring ever improved one-stop shopping 
to our customers. 


The wholesale division 


The Wholesale Division showed a most favourable 
performance in the shortened fiscal period by 
increasing its sales over the previous year. Fur- 
ther improvement in the Wholesale Division will 
require expansion in new areas, to achieve con- 
tinuing efficiencies and economies in distribution 
costs. 


At this time of reporting, negotiations are under 
way to expand and centralize meat cutting in an 
effort to produce uniform quality, reduce delivery 
costs, provide better inventory management and 
improve utilization, the aim being to give the 
consumer better service while reducing the cost 
of retail meat department operations. 


It is interesting to note that such centralized meat 
service and distribution centres are expanding 
rapidly throughout the U.S. supermarket chains. 
In the Los Angeles area, for example, only one 
major chain is now without a meat centre. 


Catering division 


During the year, the Company acquired United 
Industrial Caterers Ltd., a British Columbia based 
mobile caterer. Negotiations are proceeding to 
expand the Company’s interest in mobile catering 
which would add further economies to this branch 
of the Catering Division. In our overall catering 
contracts, $8,000,000 in new business was under- 
taken during the 43 weeks ended March 31, 1968. 


ASSETS 


CURRENT ASSETS: 
Accounts receivable 
Inventories, at the lower of cost or market 
Prepaid expenses 


PROPERTIES HELD FOR SALE UNDER 
LEASE-BACK ARRANGEMENT, at cost 


FIXED ASSETS: 
Land, at cost 


Buildings, machinery and equipment, at cost 
Less - 
Accumulated depreciation 


OTHER ASSETS: 


Deferred accounts receivable, sundry 
investments, etc. (Note 2(b)) 


Special refundable tax 
Unamortized debenture discount 
Excess of cost of shares in subsidiaries over their 


underlying net book value at dates of acquisition (net), 


and purchased goodwill 


APPROVED ON BEHALF OF THE BOARD: 
Victor F. MacLean, Director. 


C. M. Humphrys, Director. 


$ 6,847,879 


18,147,316 
503,121 


25,498,316 


17227599 
27,220,675 


548,441 


23,447,125 


12,046,986 


11,400,139 
11,948,580 


1,168,493 
83,987 
71,631 


Veeore 


2,047,003 


$41,216,258 


KELLY, DOUGLAS 


Consolidated balar 


Comparable 
figures as at 
June 3 1967 


Si7,19S2) 


16,384,744 
488,246 


24,070,811 


263,077 


26,234,788 


479,373 


22,469,491 


11,198,884 
11,270,607 


11,749,980 


723497 
1515639 
11,833 


LOT So, 


1,654,366 


$39,639;134 


OMPANY, LIMITED ano sussipiary companies 


sheet as at March 30 1968 


LIABILITIES 


CURRENT LIABILITIES: 
Bank indebtedness (net) - secured 
Short term notes payable 
Accounts payable and accrued liabilities 
Bills payable 
Current portion of long term debt (Note 1) 
Income taxes payable 


LONG TERM DEBT (Note 1) 
DEFERRED INCOME TAXES (Note 4) 


MINORITY INTEREST IN SUBSIDIARY COMPANY (Note 4) 


SHAREHOLDERS’ INTEREST 


SHARE CAPITAL (Note 2): 
Authorized — 


20,000 414% cumulative redeemable preference shares - 
par value $100 each 


2,000,000 cumulative participating Class ‘‘A”’ 
shares of no par value 


3,000,000 Class ‘‘B’”’ shares of no par value 
Issued - 

1,050,107 Class ‘‘A’”’ shares 

1,618,125 Class ‘‘B” shares 


CAPITAL SURPLUS - created on redemption of 
preference shares 


RESERVE FOR CATERING CONTRACT CONTINGENCIES 


RETAINED EARNINGS - per statement attached 


LONG TERM LEASES (Note 3) 


$ 3,719,893 


3,200,000 
10/0389°799 
208,415 
96,880 
843,934 


TS 96,92) 


2,077,449 


2590S 


33,684 
Abie 2) Oe 


2,645,389 
1 O//zLO7 


774,000 


14,890,520 


195,937,096 


$41,216,258 


Comparable 
figures as at 
June 3 1967 


$ 1,475,626 


5,200,000 
977 335,729 
286,490 
137,147 
700,251 


T7;933,243 


2.20133 


1,503,211 


21,097,587 


2,645,389 
L677, 87, 


774,000 
100,000 
13,344,971 


18,541,547 


$39,639,134 


Consolidated statement of profit and loss 


43 weeks 
ended 
March 30 1968 


Sales of products and services $153,964,672 


Profit from operations before taking into account 
the undernoted items (Note 5) $ 4,603,015 


Deduct - 
Allowance for depreciation 1,432,903 
Debenture interest 97,407 
SOO ST, 
Amortization of debenture discount... 2..........22.2 eee 6,202 


Retirement payments 30,230 
Plant relocation expenses 69,052 
Gain on.disposal of fixed assets (net)... -.... 135. ee ee (66,542) 


1,919,989 
Profit before providing for income taxes 2,683,026 


Income taxes: 
1,370,803 
(45,803) 
1,525,000 
1,358,026 


Consolidated statement of retained earnings 


43 weeks 
ended 
March 30 1968 
Balance at the beginning of the period Sl S34 4,971 
Accumulated deferred income tax charges (net) (Note 4) 284,414 


13;6297585 
Add - 


Net profit for the period - per statement attached.......... 1;358;026 


Transfer from (to) reserve for catering 
contract contingencies 100,000 


15,087,411 


Deduct - 
Dividends on Class ‘‘A’’ shares (Note 2 (a))................. 196,891 


Balance at the end of the period $ 14,890,520 


KELLY, DOUGLAS « 


52 weeks 
ended 
June 3 1967 


pp gs ayes 
6,127,240 


1,605,015 
126,045 
55a ee 

7,501 
38,721 
OOF EZ 
(8,787) 

2,423,138 

3,704,102 


1,508i7o7 
Sizicue 


1,871,000 
1s839,102 


52 weeks 
ended 
June 3 1967 
$ 11,874,394 


11,874,394 
1,833,102 


(100,000) 
13,607,496 


202,020 
$ 13,344,971 


-OMPANY, LIMITED ano sussipiarRY COMPANIES 


Notes to consolidated financial statements as at March 30 1968 


Comparable 
1. Long term debt consists of: fences ce 
6% Sinking Fund Debentures, Series A, maturing November 1 1977 - 
annual sinking fund instalment $100,000 $2,000,000 $2,100,000 


266,329 398,280 
2,266,329 2,498,280 


Debentures purchased for sinking fund purposes and 
deposited with trustee 100,000 


Instalments due within one year US7/ dA 7/ 
237,147 


$2,077,449 $2,261,133 


- (a) The company’s Class ‘‘A’”’ shares entitle the holders thereof to fixed, cumulative, preferential cash dividends 
of 25¢ per share per annum payable quarterly. Any further dividends on the company’s common shares shall 
be paid firstly to the Class ‘‘B’’ shareholders to the extent of 25¢ per share per annum plus the amount (if any) 
by which 25¢ exceeds their dividends in the preceding year, and thereafter in equal amounts per share to the 
Class ‘‘A”’ and Class ‘‘B’’ shareholders. 


(b) Included with deferred accounts receivable, sundry investments, etc. are 41,133 Class ‘‘B”’ shares in the 
parent company held by a subsidiary at a cost of $41,133. 


. In addition to the buildings owned and occupied by the companies, three manufacturing plants, fourteen distri- 
bution centres and forty-eight retail stores are occupied by them under lease agreements, the majority on a 
long term basis. Also, the parent company has entered into long term leases on fifty stores which are sub-leased 
to independent operators. 


As at March 31 1968 the rentals under lease agreements are payable as follows: 

For the five years ending March 31 1973 $ 9,166,522 
For the five years ending March 31 1978 7,980,833 
For the five years ending March 31 1983 6,078,339 
For the five years ending March 31 1988 4,810,219 
For the five years ending March 31 1993 2,698,774 
Subsequent to March 31 1993 1,235,086 

$31,969,773 


. It has been the company’s practice to provide for deferred income taxes in respect of capital cost allowances 
claimed for income tax purposes in excess of amounts reported in the financial statements. In the fiscal year 
ended March 30 1968, the basis of accounting for income taxes was extended to include all other differences 
between taxable income and that reported in the financial statements in order to comply fully with the recent 
recommendations of the Canadian Institute of Chartered Accountants. As a result of this change, deferred 
income tax charges (net) accumulated to June 3 1967 have been recorded by a transfer to retained earnings 
of $284,414 and a transfer to minority interest of $13,886. This change had no material effect on net earnings 
for the period ended March 30 1968. 


. During the forty-three weeks ended March 30 1968 aggregate remuneration of directors and senior officers 
amounted to $160,000 ($185,550 for the fifty-two weeks ended June 3 1967). 


Consolidated statement of source and application of working capital 


Source: 
Net profit for the period 


Add - 
Depreciation 


Deferred income taxes 


Minority interest in subsidiary company 


Decrease (increase) in special refundable tax...................... 


Application: 
Additions to fixed assets (net) 


Increase in deferred accounts receivable, 
sundry investments, etc 


Decrease in long term debt 


Excess of cost of shares acquired during the period over 
net book value thereof, and purchased goodwill 


Dividends 


Increase (decrease) in working capital 
Working capital at beginning of period 
Working capital at end of period 


Auditors’ report 


To the Shareholders of 
Kelly, Douglas & Company, Limited: 


43 weeks 
ended 
March 30 1968 


$1,358,026 


1,432,903 
(45,803) 
6,202 
2/01, ozo 
19,793 
67,652 


2,838,778 


1,631,503 


444,996 
183,684 


21,495 
196,891 


2,478,569 


360,209 
8,701,545 
$9,061,754 


52 weeks 
ended 
June 3 1967 


$1,833,102 


1,605,015 
Size 
TO" 
3,757 729 


(142,539) 
3,009;290 


3,035,842 


1,810 
Vale Fey) 


319°056 
202,520 


3,736,762 
(123,472) 

8,825,017 

$8,701,545 


We have examined the consolidated balance sheet of Kelly, Douglas & Company, Limited and its subsidiary com- 
panies as at March 30 1968 and the consolidated statements of profit and loss, retained earnings and source and 
application of working capital for the forty-three weeks then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other supporting evidence as we considered 


necessary in the circumstances. 


In our opinion the accompanying financial statements present fairly the financial position of the companies as at 
March 30 1968, and the results of their operations and the source and application of their working capital for the 
forty-three weeks then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding fiscal period except for the change (which we approve) in the method of 


computing deferred income taxes referred to in Note 4 to the consolidated financial statements. 


July 22, 1968 
Vancouver, B.C. 


PRICE WATERHOUSE & CO. 
Chartered Accountants. 


KELLY, DOUGLAS & COMPANY, LIMITED ano sussipiary companies 
10 year historical summary 


FINANCIAL RATIO AND VALUES (thousands of dollars) Shareholders’ Investment 


Fiscal Current Sales to Av. A/C Receive. Working Net Property Total $ Per Annual 
Year Ratio Inventory (Av.)-Days Capital & Equipment Assets Total Share Increase 


1968 (43 weeks) 1.50-1 10.8 14 $9,062 $11,949 $41,216 $19,987 $7.49 
1967 (full year) 1.50-1 PZ 14 8,702 117 50 39,6591, 218)542 695 
1966 " " 129-1 PZ 14 8,825 10319" 1735;228) 616,971 6.36 
1965 1.79-1 10.0 13 8,774 8,296 28,889 14,770 5.96 
1964 1.78-1 10.6 V2 8,363 7,786 27,464 13,715 5.54 
1963 1.63-1 10.1 i Testis) $009, 26,2301) 12,856 Sak 
1962 1.93-1 L031 13 8,044 7,247 24,546 12,167 4.92 
1961 Iso 9.8 11 7,840 7,089) 23,776 (11,456 4.64 
1960 2.10-1 9.5 12 Meeks 6, Soom oooy ul 0,592 4.32 
1959 Pear 8 8.8 13 7,664 5 Slr 20,000 SUAS YS 4.00 


OPERATING (thousands of dollars) 


Fiscal Net Operating *Rental Debenture Depreciation Income Net Shareholders’ 
Year Sales Income Payments Interest Provided Taxes Income Cash Flow 


1968 (43 weeks) $153,965. $5,790 $1,577 S17 $1,433 $1,325 $1,358 $2,839 
1967 (full year) 173/522 Tee Ever 126 1,605 O71 1633 3,708 
1966 " 154,424 6,148 15552 130 1,288 1,630 1,548 oye Mohs: 
1965 130,418 biZ00m sal, 992 138 Oot! 1,348 1,266 2,410 
1964 Pte Zor 4,624 1,308 145 POs 1,085 IOVS} 2,085 
1963 113,049 3,982 ESS 150 963 830 904 2,028 
1962 HOG RUZS 4,104 1,129 59 874 904 1,038 2,012 
1961 106,238 4,089 1,036 IAN 822 1,020 1,040 1,891 
1960 102,059 S,/ 32 836 176 758 950 Oy 1,867 
1959 104,215 4,019 607 UNS Pee 647 1,260 Sus Z,koe 


*Including Stores Subleased to Independent Operators. 


OPERATING RATIOS AND VALUES 


*Rent & Return on Dividends 
Fiscal Operating Debenture Net Average Earnings Annual Cash Flow Per Class 
Year Margin Interest Coverage Margin Equity Per Share Increase Per Share ‘A’ Share 


1968 (43 weeks) 3.76% S9/ .88% 8.52% $.51 (10.7%) $1.06 $.19 
1967 (full year) 4.15 3.80 IOS 10:32 .69 18.4 1.41 S25 
VOG6 3.98 2.78 1.00 Q's .58 RS 7 Lt6 ne) 
1965 3:99 2.98 17 8.89 DI 18.6 oy, 12D 
1964 3.88 3.14 .90 8.08 .43 i139 84 VAs. 
1963 3:02 a .80 Ves 236 (14.3) 18Y2 P25 
1962 3.67 3.14 .98 S219 42 — 81 sD 
1961 3.65 PSS) 33 9.43 42 2.4 tT oO 
1960 3.66 2A ANS) Co)s 41 (24.1) .76 .25 
1959 3.86 5:03 1EZ6 14.33 54 8.0 .88 w25 


*Including Stores Subleased to Independent Operators. 


Nabob Sungold orange fruit drink provides the 
economical answer for healthful beverages for 
the whole family. Fruit crystals dissolve in- 
stantly in water. 


BEURRE D’ARA 
et CONFITURE 


Squirrel Peanut Butter and Jam is a new taste 
treat bringing together two childhood favour- 
ites. Nabob Strawberry Jam and Squirrel Pea- 
nut Butter combine to give consumers top 
quality and nutrition. 


NUT BUTTER 


& JAM 


Nabob ‘‘Electric-Perk’’ is a new coffee especi- 
ally roasted and ground for automatic electric 
percolators. The convenient vacuum-packed 
tin protects freshness and flavour. 


NET WT61/2 OUNCES 


F  \ ORANGE FLAVOR CRYSTALS 
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2 POUCHES INSIDE MAKES 48 FLUID OUNCES 
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REPORT 
OF THE PRESIDENT 


Your Company’s seventy-first year 
of operation was distinguished as 
one of achievement and growth. 
On a comparative basis, sales and 
earnings of the Company were the 
highest on record and we are 
directed towards a programme of 
continuing improvement. 


Because of our new consolidated 
accounting period, this audited re- 
port covers a fiscal period of 39 
weeks, ending December 28, 1968. 
The results for this period show 
sales of $150,828,801, a 5.98% 
increase as related to the compar- 
able 40 weeks of the previous year. 
Net income from all operations, 
after deducting income taxes and 
operating charges, attained a re- 
cord high of $1,503,314, an in- 
crease of 21.29% above the com- 
parable period of last year and well 
above the national food industry 
average. 


These results were achieved dur- 
ing a time of considerable stress 


on the food industry in general 
and retail food stores in particular. 
During 1968, the cost of labour, 
transportation, materials and sup- 
plies continued to exert an upward 
pressure on operating expenses 
which was by no means offset by 
the relatively small percentage in- 
creases in retail food prices. It is 
notable that, despite inflation, to- 
day’s consumer food bill takes a 
smaller percentage of disposable 
income than at any previous time 
in history. Of further interest is the 
fact that in British Columbia, al- 
though food costs an average of 
only 1% more than in Manitoba, 
wages are 25% higher. 


Much of the Company’s improve- 


ment in earnings arose not from 
increased food prices but from new 
aggressive programmes of consoli- 
dation within the Company’s vari- 
ous divisions, diversification into 
promising new areas of oppor- 
tunity, and new efficiencies in the 
Company’s Wholesale, Retail, 
Manufacturing and Industrial 
operations. 


Diversification has been signifi- 
cantly helpful in times of economic 
uncertainty; improvements in one 
division go a long way towards 
counter-balancing temporary dif- 
ficulties in another. 


The Company directly benefits 
from being able to concentrate its 
efforts in the rapidly growing 
British Columbia market with its 
high rate of population growth 
(more than double the Canadian 
average) and its high level of per 
capita income, which in 1968 rose 
6% over 1967. 


British Columbia’s future has 
never looked brighter. The middle 
and upper income groups now are 
the fastest growth segments of the 
population and it is estimated that 
20% of the people will be making 
from $10,000 to $15,000 a year as 
early as 1975. By the end of the 
century, the average family income 
in British Columbia will have risen 
to $20,000, from today’s $5,000, 
according to a report of the 1968 
Economic Outlook Conference held 
in Vernon. The Conference also 


estimated that retail sales would 
be ten times the current level of 
$2.5 billion. 


This dramatic pattern of growth 
implies that the inflationary trends 
will continue rather than subside. 
The purchasing power of today’s 
dollar in relation to 1949 is only 
65¢ and by 1980, with continued 
inflation, it will be worth only 48¢. 


The continuing upward pressure 
of wages and prices should be re- 
garded as an exercise in futility, 
incurring as it must, more taxes, 
more erosion of values and a dras- 
tic effect on all those segments of 
our population who rely on some 
form of fixed income, pension or 
other means of support for their 
livelihood. 


The outlook for substantial growth 
in all sectors of the British Colum- 
bia economy is already apparent 
and your Company is planning new 
stores, warehouses and other fa- 
cilities to take full advantage of 
the most strategic locations in po- 
tential high growth areas. 


In the 39 week fiscal period of 
1968, excellent progress was made 
inthe Company’s Retail and Whole- 
sale Divisions. Retail sales im- 
proved 11.86%, well above the 
Canadian increase of 7.1% and the 
British Columbia increase of 9.8%, 
which covered the entire year. 


Although no newstores were added 
to the Super Valu chain, four exist- 
ing stores were remodelled for 
greater efficiency and consumer 
convenience, and the chain ac- 
quired four stores owned and oper- 
ated in the Greater Vancouver 
area by Loblaw Groceterias Co., 
Limited. Results of the four newly 
acquired stores are not materially 
reflected in sales or operating 
results for the 39 weeks. 


Kim Drugs Ltd. improved their 
prescription business 50% above 
the previous year. In our Restau- 
rant Division, Dickson Importing 
Co. Ltd. improved both sales and 
profits. Despite aggressive com- 
petition, Dickson continues to 
maintain in excess of 75% of the 
restaurant market in British Co- 


lumbia, as well as a growing pene- 
tration of the Alberta market. 
Meteor Meats (a new centralized 
meat-cutting operation) was equip- 
ped and staffed to process block- 
ready meat. This operation will en- 
able central cutting and standardi- 
zation of cut and trim, exert fur- 
ther quality control on the pack- 
aging and preparation of fresh 
sausage for the Retail Division, 
and add to the efficiency of the 
Catering Division. 


Sales continued on a remarkably 
strong note in the Wholesale Divi- 
sion, but profits were softer than 
anticipated due to exceptionally 
brisk competition at retail level 
and unprecedented increases in 
the cost of labour. British Colum- 
bia has the highest labour rates in 
Canada and it is significant to see 
the rate of dollar return against 
sales volume diminishing slightly 
each year due to an increased 
tempo in competition, high wages 
and the reluctance of chain stores 
to raise prices to a realistic levek 


The growing number of discount 
stores in British Columbia has 
made it relatively difficult for 
supermarkets to operate at more 
than minimal profits. The word 
discount is a misnomer and in 
some areas has come to principally 
manifest its existence in stores 
lacking service, quality and selec- 
tion of merchandise. 


Discount prices are achieved at 
the cost of convenience and facili- 


ical 
F. B. BROWN, Chairman. 


ties, and necessitate a lower ratio 
of staff to sales volume. 


The Company’s Manufacturing 
Division (Nabob Foods Limited) 
had an excellent year. Gains were 
made in sales and earnings de- 
rived from coffee, tea, syrups, 
sauces, mixes, desserts, bever- 
ages and jam. A more economical 
and efficient operation resulted 
from the consolidation of the spice, 
sundry and jam manufacturing fa- 
cilities in the Nabob premises at 
Lake City and also from the ulti- 
mate decision to close down the 
candy department due to non- 
competitive, unrealistic labour 
costs and a reduction in per capita 
consumption. The loss in candy 
sales was more than offset by 
sales of new products, and space 
previously used for making candy 
will now be put to more effective 
and profitable use. 


The Company’s interest in Clover- 
dale Paint & Chemicals Ltd. has 
been justified by the excellent rate 
of growth, with sales up 27.6% 
over the previous fiscal period. 
Our Industrial Paint Division now 
manufactures end-seal and other 
spray products for the lumber in- 
dustry and has met with consider- 
able success in these endeavours. 
New Cloverdale production facili- 
ties being built in Newton, British 
Columbia, will enable the com- 
pany to manufacture an extensive 
range of products with a greater 
degree of efficiency and profit- 
ability and also receive raw ma- 


V. F. MacLEAN, President. 


terials on a more economical basis 
via rail shipments. 


Following two successful years, our 
Catering Division showed declines 
in both sales and profits for the 
1968 fiscal period. These results 
are attributed to the completion of 
a number of major construction 
jobs, the high cost of capital, cre- 
ating a slow down in some in- 
stances, curtailment in construe- 
tion and general expansion and 
persistently adverse weather con- 
ditions in the winter months. A 
number of excellent new contracts 
have been acquired recently in the 
Canus and Cal Van Divisions and, 
although these have not peaked at 
their maximum camp strength, 
such large assignments as the 
Eurocan Pulp Mill site in Kitimat 
and the Kaiser Coal development 
in Fernie will substantially in- 
crease overall catering volume. 
Mobile catering volume improved 
due to the acquisition and subse- 
quent merging of Inter City Mo- 
bile Caterers with United Mobile 
Caterers. 


It is a distinct pleasure to welcome 
to your Board of Directors J. Law- 
rence Dampier who has been ap- 
pointed Vice President and Gen- 
eral Manager of Nabob Foods 
Operations. 


Your Directors and Management 
confidently expect further excel- 
lent results in 1969. Such con- 
tinuing progress would not be 
possible without the knowledge, 
experience, loyalty and initiative 
of our employees. 

It is also a pleasure to thank the 
Directors for the confidence they 
have shown and for the interest 
and support they have contributed 
throughout the past year on your 
behalf. 


Victor F. MacLean, 


prac{ Ler 


President. 


THE MANUFACTURING 
DIVISION 


1968 was a vigorous year for Cana- 
dian food sales and this is reflected 
inthe performance of Nabob Foods 
Limited. The percentage gain in 
total industry sales was more than 


| 


the percentage gain in Canada’s | 


population and the trend appears / 
to be continuing. / 


The main driving forces behind 
this outstanding achievement were 
the substantial rise in per capita 
income compared to the rise in the 
cost of living and the fact that a 
larger proportion of personal in- 
come is now being used for discre- 
tionary spending. More and more 
housewives are finding that once 
they have purchased what they 
need in the way of food require- 
ments and other necessities for 
their families, they have money 
left over to direct into luxuries, 
comforts and recreational pursuits 
which they have not previously 
been able to afford. One result of 
this is that a higher percentage of 


Coffee Department 


During fiscal 1968, coffee sales 
increased and the Nabob brand 
not only maintained its number 
one position among the major pro- 
ducers of Canada, but increased 


its share of the market to 54% of ( 


all national packs of ground coffee 
sold in Western Canada. 


At the 21st Annual Convention of 
the Tea and Coffee Association of 
Canada it was reported that Cana- 
dians are drinking more coffee and 
tea than ever before and that the 
trend is continually increasing, 
despite rising costs and complica- 
tions arising out of the Interna- 
tional Coffee Agreement, 1968. 


Tea Department 


Combined sales of Nabob tea lines 
increased their share of market 
dramatically for the fiscal year 
from 22.6% to 25.38%. The Nabob 
Deluxe brand continued to hold its 
share of the market in Western 
Canada and good gains were made 
by lower priced lines. Nabob Tea 


Peanut Butter 


The sales of Squirrel Peanut Butter 
improved during the year to the 
highest level on record. This 
achievement was helped by the 
widespread consumer acceptance 
of new lines. 


During the year peanut prices 
advanced sharply, as a result of 
surplus American stocks being 
withdrawn from sale to Canadian 
markets. 


The strong continuing acceptance 
of all Nabob’s manufactured pro- 
ducts, both of its well established 
lines and of those new products 
just reaching the consumer, is 
founded and fortified by the in- 
tegrity of supplying and maintain- 
ing only top quality in all its pro- 
ducts. 


THE RETAIL DIVISION 


The Company now operates 87 In- 
dependent and Company-owned 
Super Valu Stores under its Fran- 
chise Plan. No new stores were 


built in 1968 but four existing 
stores were completely remodel- 
led and the chain acquired four 
Loblaw Stores located in the 


supermarket sales is now derived ranks third in Canadian tea sales. 
from higher priced lines of foods 


and household aids and a growing 


number of new products. 


The importance of new products 
cannot be over-emphasized. Over 
5,000 items now available in gro- 
cery stores were unknown ten years 
ago. A.C. Nielsen, the international 
marketing research firm, reports 
that in the United States almost all 
of the annual sales gains in gro- 
ceries are derived from new items. 
This trend is also taking place in 
the Canadian grocery trade. 


New products developed by Nabob \ 
Foods Limited performed especi- , 
ally well in most market areas. (| 


They include Squirrel Peanut But- 
ter and Jam, Peanut Butter and 
Honey, Peanut Butter and Simu- 
lated Bacon, the Sungold line of 
fruit-flavour crystals and a new 
line of Nabob pouch pack sauces 
and spices. Additional products 
are now being developed on a 
selective basis, and all new items 
are test marketed before being 
approved. 


Confections and Sundries 
Department 


The Company’s candy operation 


was closed last year due to wage 


differentials that enabled Eastern 
suppliers to undersell this market, 
and substantially higher world 
prices of the main ingredients, 
sugar and cocoa. Severe competi- 
tion, federal sales taxes and a re- 
duction in per capita consumption 
were other factors leading to the 
closure. 

In other areas of the Nabob Divi- 
sion there were excellent improve- 
ments. Good sales gains were 
made by Nabob pancake and waf- 
fle syrup, jams, jellies and marma- 
lades - particularly Nabob straw- 
berry jam which was a standout 
and won, for the third consecu- 
tive year, the top award at the 
World Selection for Canned Food 
Products held in Europe. The 
World Selection awards are based 
on quality, appearance, flavour, 
purity and product excellence. 


——<~.. 


Greater Vancouver area. These 
four stores are in key population 
areas; a Robson Street apartment 
complex and shopping centre, the 
large Brentwood Shopping Centre 
in Burnaby, the new Richmond 
quare shopping centre in rapidly 
rowing Richmond municipality 
nd Capilano Mall snopes co eae 
n North Vancouver. 


lans for 1969 include the con- 
truction of anumber of new Super 
alu Stores at strategic locations 
throughout British Columbia and 
the renovation of several existing 
premises. 


The Retail Division performed 
creditably during the year and 
benefited from greater operating 
efficiency, increased consumer 
spending power and the growth in 
population. The retail potential, 
however, is far greater than the 
realization. The grocery trade in 
British Columbia is intensely com- 
petitive and the rapid expansion . 


in 1968 of discount store opera- 
tions kept profit margins well 
under what are justified in a free 
economy for-an-industry of such_ 


st ce ough 
foo rices have taken the brunt 


of consumer criticism in recent 
years they have not kept pace with 
the overall upward trend in costs 
that the industry has experienced 
and is continuing to experience in 
all its phases. 


Over the years it has been the 
policy of Super Valu Stores to pro- 
vide the best quality produce, 
oven-fresh baked goods in all new 
major locations, top quality meat 
selected, registered and aged to 
perfection, brand name items and 
in-store service for its many thou- 
sands of customers. 


The stores are designed so that a 
housewife can shop in a relaxed 
frame of mind without confusion 
or pressure. The ‘‘good buys”’ in 
Super Valu Stores are as plentiful 
and prominently displayed as 
those in discount stores. 


Super Valu provides the conveni- 
ence of in-store bakeries which 
provide as many as 17 varieties of 
fresh bread every day as well as a 
wide range of cakes, pies and 
pastries. Wedding cakes are a spe- 
cial feature of these departments. 
Super Valu delicatessens are also 
gaining popularity and inanumber 
of locations offer pre-cooked meals 
ready for the table. 


Kim Drugs now has five units in 
British Columbia and additional 
units will be added as suitable lo- 
cations become available. The low 
cost prescription business at Kim 
Drugs improved approximately 
50% in 1968. 


-THE WHOLESALE 
DIVISION 


In assessing our Wholesale Branch 
Operations, all branches - Cash & 
Carry depots, Service Jobbing and 
Frozen Foods - showed excellent 
gains during the 39 week period. 
Only three branch areas out of 
eleven showed signs of softness 
and these were attributed to excep- 


} 


tionally brisk retail competition. 


This Division is at the forefront of 
the dynamic changes now being 
felt at all levels in the food indus- 
try. Retail food stores, for example, 
are becoming major outlets of a 
multiplying list of non-food classi- 
fications such as toys, books and 
cosmetics. Staple foods such as 
potatoes are being given specialty 
attributes that were unknown ten 
years ago and the number of new 
products is increasing at a remark- 
able rate. 


To supply today’s supermarket, 
the Wholesale Division must 
handle more than 9,000 items of 
which a growing percentage can 
be classified as new. Old, familiar, 
slow moving lines are being re- 
moved to make way for new items 
which are being introduced at the 
rate of 20 to 40 a week. Shelf space 
is ata premium and today’s super- 
market operation cannot afford to 
handle items that do not pay their 
way or which have shown a pattern 
of dwindling consumer appeal. 


Allocation of retail shelf space is a 
scientific computerized study of 
area, income levels, ethnic popu- 
lation, desires, advertising, and 
pricing policy in force. 


CATERING DIVISION 


The catering business is cyclical in 
nature and responds readily to the 
ups and downs in the economy. In 
this regard, 1968 was not a good 
year for industrial catering in 
British Columbia and Alberta as a 
number of major projects were 
completed and others were de- 
layed temporarily pending an im- 
provement in the monetary cli- 
mate. 


However, the outlook is excellent. 
Both Canus Camp Services Ltd. 
and Cal Van Caterers Ltd. have 
acquired large new contracts. In 
the peak period, the Division ex- 
pects to be feeding in excess of 
8,000 people at camp level. 


With the substantial planned con- 
struction of pulp mills, mining 
ventures, refining operations and 


other projects throughout British 
Columbia and Alberta, we are 
highly optimistic about the Divi- 
sion’s future growth in sales and 
its contribution to profits. 


Catering is also in the midst of an 
evolutionary upheaval in new, 
modern methods of instant feed- 
ing, food preservation and scienti- 
fic nutrition control. 


INDUSTRIAL DIVISION 


Expansion plans for Cloverdale 
Paint & Chemicals Ltd. are well 
advanced and the profit leverage 
that can be attained from an im- 
provement in sales can be readily 
judged from the 1968 sales gain of 
27.6%, most of which resulted 
from increased volume in liquid 
self polishing waxes. Home and 
industrial construction began to 
forge ahead again in late 1968 and 
the demand for paint products and 
supplies from contractors and 
homeowners is expected to be 
strong throughout 1969. New pro- 
ducts were developed for the thri- 
ving British Columbia forest indus- 
try and include an end-seal form- 
ula, the acceptance of which indi- 
cates strong future sales and an 
increasing share of market. Clover- 
dale’s expansion into a new plant 
is being financed out of Division 
profits and will assist the operation 
in making further economies. 


ASSETS 


CURRENT ASSETS 
Accounts receivable 
Inventories (Note 1) 
Prepaid expenses 


PROPERTIES HELD FOR SALE, at cost (Note 2) 


FIXED ASSETS 
Land, at cost 


Buildings, machinery and equipment, at cost 
Less accumulated depreciation 


OTHER ASSETS 


Deferred accounts receivable and sundry investments........... 


Special refundable tax 
Unamortized debenture discount 


Excess of cost of shares in subsidiaries over their 
underlying net book value at dates of acquisition (net) 
and purchased goodwill 


APPROVED ON BEHALF OF THE BOARD 
Victor F. MacLean, Director. 


C. M. Humphrys, Director. 


$ 8,386,543 
20,106,048 
548,576 


29,041,167 


fas ied ehe) 


31,963,506 


T052;687 


25,959; 542 


13,114,348 
12,870,994 
13,923,681 


983,589 
9,381 
66,005 


917,860 


1976539 


$47,864,022 


KELLY, DOUGLAS 


Consolidated bala 


Comparable 
figures at 
March 30, 1968 


$ 6,847,879 
18,147,316 
503; 120 


25,498,316 


1,722,359 
27,220,675 


548,441 
23,447,125 
12,046,986 
11,400,139 
11,948,580 


1,168,493 
83,987 
71,631 


722,892 
2,047,003 


$41,216,258 


OMPANY, LIMITED ano sussipiary companies 


sheet at December 28 1968 


LIABILITIES 


CURRENT LIABILITIES 
Bank indebtedness (net) - secured 
Short-term notes payable - secured 
Accounts payable and accrued liabilities 
Current portion of long-term debt (Note 3) 
Income taxes payable 


LONG-TERM DEBT (Note 3) 


DEFERRED INCOME TAXES 


MINORITY INTEREST IN SUBSIDIARY COMPANY................. 


SHAREHOLDERS’ INTEREST 


SHARE CAPITAL (Note 5) 
Authorized 


20,000 414% cumulative redeemable preference shares, 
par value $100 each 


2,000,000 cumulative participating Class ‘‘A’’ shares 
of no par value 


3,000,000 Class ‘‘B’’ shares of no par value 
Issued 

1,050,107 Class ‘‘A’’ shares 

1,618,125 Class ‘‘B’’ shares 


CAPITAL SURPLUS, created on redemption of 
preference shares 


RETAINED EARNINGS 


4,500,000 
14,103,964 
ASI/27 
1,087,623 


20,174,758 


5,330,908 


16217710: 


43,137 


26,570,508 


2,645,389 


6775157 


4°322,076 


774,000 


16,196,938 


Ze295, O14 


$47,864,022 


Comparable 
figures at 
March 30, 1968 


$9577 197893 
3,200,000 
10,298,214 
96,880 
843,934 


18;153;921 


2,077,449 


9599;108 


33,684 
ZU2Z2Z9 162 


2,040,509 
Olio? 


4,322,076 


774,000 


14,890,520 
19;5937,.096 


$41,216,258 


KELLY, DOUGLAS 


Consolidated statement of profit and loss 


39 weeks ended 
December 28, 
1968 


Sales of products and services $150,828,801 


Profit from operations before taking into account 


the undernoted items (Note 7) 45973059 


Deduct 
Allowance for depreciation 1,348,382 
83,049 
448,143 


Amortization of debenture discount........................... 5,626 


Debenture interest 


Plant relocation expenses — 
(33707) 

1,851,493 

S121 566 


Net profit on disposal of fixed assets 


Profit before providing for income taxes 


Income taxes 
155555650 
62,602 
1olerZz52 
1503-514 


Consolidated statement of retained earnings 


39 weeks ended 
December 28, 


$ 14,890,520 
Accumulated deferred income tax charges (net) (Note 4) — 


14,890,520 


Balance at the beginning of the period 


Add 
Net profit for the period, per statement attached............. 1,503,314 
Transfer from reserve for catering contract contingencies.... _ 
16,393,834 
196,896 


> 16,196,935 


Deduct dividends on Class ‘‘A’’ shares (Note 5) 


Balance at the end of the period 


43 weeks ended 
March 30, 
1968 


$153,964,672 


4,572,189 


1,432,903 
97,407 
590;/37 
6,202 
69,052 
(66,542) 


18897759 
2,683,026 


1,370,803 
(45,803) 


1,325,000 
1,358,026 


43 weeks ended 
arch 30 
1968 


$ 13,344,971 
284,414 


NS-6297335 


15356;026 
100,000 


15,087,411 
196,891 


$ 14,890,520 


-OMPANY, LIMITED anp sussipiary comPANiES 


Notes to consolidated financial statements at December 28, 1968 


. INVENTORIES 
Inventories consist of: 
Raw materials, valued at the lower of cost and replacement cost 
Finished goods, valued at the lower of cost and net realizable value 


. PROPERTIES HELD FOR SALE 


It is the company’s policy to assemble property for future expansion. 


When development of any location is completed, the property 
is sold under a lease-back arrangement. 


. LONG-TERM DEBT 
Long-term debt consists of: 
6% sinking fund debentures, Series ‘‘A’’, maturing November 1, 1977, 
annual sinking fund instalment $100,000 
7%% note payable to bank, due March 30, 1970, secured 


Debentures purchased for sinking fund purposes 
and deposited with trustee 
Instalments due within one year 


$r4,195,353 
NS), GOODS 


$20,106,048 


$ 1,900,000 
3,000,000 
QL Ose 


5,851,630 


61,000 
A527. 


Bea77 
$ 5,330,903 


Comparable 
figures at 


March 30, 1968 


$3,265,595 
14,881,418 
$18,147,316 


$ 2,000,000 


266,329 
2,266,329 


92,000 
96,880 
188,880 

$ 2,077,449 


- ACCUMULATED DEFERRED INCOME TAX CHARGES 
The addition to retained earnings of $284,414 during the period ended March 30, 1968, resulted from full 
adoption by the company of all recommendations of the Canadian Institute of Chartered Accountants concerning 
accounting for corporate income taxes. 


- SHARE CAPITAL 

(a) The company’s Class ‘‘A’’ shares entitle the holders thereof to fixed, cumulative, preferential cash dividends 
of 25¢ per share per annum payable quarterly. Any further dividends on the company’s common shares shall 
be paid firstly to the Class ‘‘B’’ shareholders to the extent of 25¢ per share per annum plus the amount (if any) 
by which 25¢ exceeds their dividends in the preceding year, and thereafter in equal amounts per share to the 
Class ‘‘A’’ and Class ‘‘B"’ shareholders. 

(b) Included with deferred accounts receivable and sundry investments are 41,133 Class ‘'B’’ shares in the 
parent company held by a subsidiary at a cost of $41,133. 


. LONG-TERM LEASES 

In addition to the buildings owned and occupied by the companies, three manufacturing plants, thirteen distri- 
bution centres and fifty-one retail stores are occupied by them under lease agreements, the majority on a long- 
term basis. Also, the parent company has entered into long-term leases on fifty-one stores which are sub-leased 
to independent operators. 

As at December 31, 1968 the rentals under lease agreements are payable as follows: 
For the five years ending December 31, 1973 

For the five years ending December 31, 1978 

For the five years ending December 31, 1983 

For the five years ending December 31, 1988 

For the five years ending December 31, 1993 

Subsequent to December 31, 1993 6237/36 


. EXECUTIVE REMUNERATION Velen Gels) 
During the thirty-nine weeks ended December 28, 1968 aggregate remuneration of directors and senior officers 
amounted to $135,500 ($160,000 for the forty-three weeks ended March 30, 1968). 


. CONTINGENT LIABILITIES 
Guarantees, endorsements and commitments amounted to $1,013,000 at December 28, 1968. 


$10,212,471 
9,648,331 
UHUD DUS 
6,508,494 
3,114,148 


Consolidated statement of source and application of working capital 


Source 
Operations 
Net profit for the period 
Add 
Depreciation 
Deferred income taxes 


Minority (nterest in: subsidiary company oe eee 


Decrease in special refundable tax 
Increase in long-term debt 
Decrease in deferred accounts receivable 


Application 
Additions to fixed assets (net) 
Excess of cost of shares acquired during the period over 


net book value thereof, and purchased goodwill........... 


Dividends 


Increase in working capital 
Working capital at beginning of period 
Working capital at end of period 


Auditors’ report 


To the Shareholders of 
Kelly, Douglas & Company, Limited 


39 weeks ended 
December 28, 


$ 1,503,314 


1,348,382 
62,602 
5,626 
29195924 
9,453 
74,606 
3,253,454 
184,904 


43 weeks ended 
March 30, 
1968 


1,358,026 


1,432,903 
(45,803) 
6,202 


2,751,328 
19,798 
67,652 

(183,684) 
(444,996) 


6,442,341 


3,323,483 


194,968 
196,896 


2,210,098 


1,631,903 


21,495 
196,891 


3,715,347 
2,726,994 


9,061,754 
$11,788,748 


1,849,889 


360,209 
§,/01,549 


9,06 19754 


We have examined the consolidated balance sheet of Kelly, Douglas & Company, Limited and its subsidiary 
companies at December 28, 1968 and the consolidated statements of profit and loss, retained earnings and source 
and application of working capital for the thirty-nine weeks then ended. Our examination included a general review 
of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In Our opinion these consolidated financial statements present fairly the financial position of the companies at 
December 28, 1968 and the results of their operations and the source and application of their working capital 
for the thirty-nine weeks then ended, in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding fiscal period. 


February 18, 1969 
Vancouver, B.C. 


THORNE, GUNN, HELLIWELL & CHRISTENSON, 
Chartered Accountants. 


KELLY, DOUGLAS & COMPANY, LIMITED ano sussipiary companies 
10 year historical summary 


FINANCIAL RATIO AND VALUES (thousands of dollars) Shareholders’ Investment 


Fiscal Current Sales to Av. A/C Receive. Working NetProperty Total $ Per 
Year Ratio Inventory (Av.)-Days Capital &Equipment Assets Total Share Increase 


1968 (39 weeks) 1.58-1 HORS 14 $11,788 $13,923 $47,864 $21,293 $7.98 6.5% 
1968 (43 weeks) 1.50-1 10.8 14 R062) 11 949 ss 4 1216 819,987 7.49 7.8 
1967 (full year) 1.50-1 We 14 SIOZ UNV Bs) ike} feysbz 6.95 3} 
196650 1.59-1 PZ 14 Socom 10;5 1918 S0,226 98 16,971 6.36 Or/, 
1965 1.79-1 10.0 Us 8,774 (Sprache, — Asyisishs) zal 7/7K0. NE 7.6 
1964 1.78-1 10.6 WZ 8,363 VUSS Zi Pie IS} V/s: 5.54 6.3 
1963 1.63-1 10.1 Is: QU, 6,609 28,230" 12,856 SpA Se 
1962 1.93-1 IL).2! IS 8,044 7,247 24,546 12,167 4.92 6.0 
1961 1.95-1 9.8 ial 7,840 7,089° §23,7/6" “11,456 4.64 7.4 
1960 2.10-1 gE 12 7,598 6,839") 21-835) 7 710,592 4.32 8.0 


OPERATING (thousands of dollars) 


Fiscal Net Operating *Rental Debenture Depreciation Income Net Shareholders’ 
Year Sales Income Payments Interest Provided Taxes Income Cash Flow 


1968 (39 weeks) $150,828 $6,063 SIS $ 83 $1,348 $1,618 $1,503 $2,919 
1968 (43 weeks) 153;965 7 Ie OV/a7, OY 1,433 1 S2S, I Shays: 2,751 
1967 (full year) VIS, 922 7,202 1,767 126 1,605 IF Sve 1,833 Syi0S 
ieXeys 154,424 6,148 iL Osy2 130 1,288 1,630 1,548 3,108 
1965 130,418 205 1 SSyVZ 138 1,061 1,348 1,266 2,410 
1964 TANS) 243311 4,624 1,308 145 iOS 1,085 1,073 2,085 
1963 113,049 3,982 ts 5 150 963 830 904 2,028 
1962 106,129 4,104 il, W222) 59 874 904 FOSS 2,012 
1961 106,238 4,089 1,036 7a 822 1,020 1,040 1,891 
1960 102,059 S732 836 176 758 950 TOWZ 1,867 


*Including Stores Subleased to Independent Operators. 


OPERATING RATIOS AND VALUES 


*Rent & Return on Dividends 
Fiscal Operating Debenture Net Average Earnings—_ Cash Flow Per Class 
Year Margin Interest Coverage Margin Equity fre Shares. \Increase Per Share “A’’ Share 


/ 


/ 9.8% $1.09 $.19 
1968 (43 weeks) 3.76 3.46 88 8.52 | 15 ae (VOrT) 1.03 19 
1967 (full year) 4.15 3.80 1.05 Oe Sa 18.4 1.41 25 


1968 (39 weeks) 4.02% 3.80 1.00%, 9.71%/  $.56 


f 


1966 _”’ 3.98 3.65 1.00 DUD 58 US}. 7/ 1:16 20 
1965 S199 3.40 {Sy 8.89 RO 18.6 7 AS 
1964 3.88 eal £90) 8.08 .43 aS .84 fas 
1963 BEOZ SahO .80 Us .36 (14.3) .82 E25) 
1962 3.87 Slike} .98 8.79 42 — 81 =25 
1961 3.85 3.38 We 9.43 42 2.4 Wis AS 
1960 3.66 Sr69 VE SINS 41 (24.1) 7/6 E25 


*Including Stores Subleased to Independent Operators. 


PRODUCTS 


Your Company continues its 
research and development of 
new products to meet the ever- 
changing tastes and styles of 
consumer living. 

‘‘Fun Food’’ is a new word in the 
grocery marketing industry and 
Squirrel brand has extended its 
peanut butter product into a de- 
lightful and popular line of treats 
for youngsters. Favorite combi- 
nations such as Peanut Butter 
and Jam, Peanut Butter and 
Honey and Peanut Butter and 
Simulated Bacon are now being 
offered in one jar for convenience 
and economy. 

Our traditional experience and 
quality in the spice field has been 
brought forward with the intro- 
duction by Nabob of a complete 
line of instant sauces, gravies, 
and seasonings, to match the 
homemakers’ increasing interest 
in gourmet meals. 


